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raVORMANC E AUDIT 

51 REPORT OF THE AUDITOR-GENERAL TO THE COUNCIL ON FACTUAL 

FINDINGS ON PERFORMANCE MEASUREMENT AT OVERSTRAND 
MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2006 


1. ASSIGNMENT 

The compilation, presentation and publishing of performance measurements as 

included on pages to of this annual report and the implementation, 

management and internal control of supporting systems are the responsibility of the 
accounting officer. 

As required by section 45(b) of the Local Government; Municipal Systems Act, 2000 
(Act No. 32 of 2000) my responsibility is to provide an assessment of the controls 
implemented by the accounting officer to develop and manage the municipality’s 
performance management system, my role is not to assess or comment on the 
municipality’s actual performance. 


2. NATURE AND SCOPE 

I have performed the procedures agreed upon and described below regarding the 
performance measurement system of Overstrand Municipality. The assignment was 
undertaken in accordance with the International Standard on Related Services (ISRS 
4400) applicable to agreed-upon procedure engagements. 

The procedures were performed solely to evaluate the controls implemented and 
managed by the accounting officer regarding the municipality’s performance 
measurement system against the criteria set out in. 

• chapter 6 of the Municipal Systems Act, 2000; 

• the Local Government; Municipal Planning and Performance Management 
Regulations. 2001 (No. R.796). 

The procedures performed during our assignment were based on the high-level 
overview checklist completed by the accounting officer and included a review of the 
following aspects; 

• Development of an integrated development plan 

• Development of a performance management system 

• Development and implementation of key performance indicators 

• Setting of targets for key performance indicators 

• Actual service delivery process 

• Internal monitoring of performance measurements 

• Internal control of the performance management system 

• Performance measurement and reporting 

• Revision of strategies and objectives 
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3. FACTUAL FINDINGS 

I report my findings below; 

3.1 Development of an integrated development plan 

^ integrated development plan as prescribed by 

the Municipal Systems Act. 2000, with a system of participatory governance. 

3.2 Development of a performance management system 

Municipal Systems Act. 2000 the municipality 
aSytrcZr^"^^^ ^ ^Vstem. which ^a^ 


3.3 


Development and implementation of key performance indicators 


Key performance indicators in accordance with the municipality’s integrated 
A^rSoo^ThP^" set as required by section 41(1 )(a) of the Municipal Systems 

^ municipality’s key performance indicators was also 
performed in accordance with its performance review process which is included in 
the performance management system, as required by regulation 13(4). 


3.4 


Setting targets for key performance indicators 


Performance targets were set in accordance with the municipality’s integrated 
2nnn^fh th as required by section 41(1Xb) of the Municipal Systems Act. 
2000. With the revision of the integrated development plan, key performance 
indicators were also reviewed, as required by regulation 11. 

Snrni'r^ 46(1)(a) of the Municipal Systems Act. 2000, the annual 
port of the 2004-05 financial year included the performance targets for the 2005-06 
financial year. 

3.5 Actual service delivery process 

The municipality developed a framework in terms of its performance management 
system to track the performance of service providers and certain staff members and 
to report in accordance with the lines of accountability and the intervals for reporting 
as required in the framework. The performance measurement of staff was 
implemented at the levels of municipal manager, director and manager. 

3.6 


Internal monitoring of performance measurement 


The municipality adopted a formally documented process/framework to assist with 
the tracking of performance and continuous monitoring of actual and targeted results 
of its staff and service providers. 

3.7 Internal control of the performance measurement system 

In terms of section 45(a) of the Municipal Systems Act, 2000 the results of 

performance measurements must be audited as part of the municipality’s internal 
auditing processes. 
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Although the municipality established an internal audit function on 1 October 2003, 
an approved audit plan was not in place for the 2005-06 financial year and 
consequently no structured approach to the internal auditing of performance 
measurements could be determined. 

An audit committee was established on 1 November 2005 which would also perform 
the task of a performance audit committee. The audit committee could, however, not 
perform all its relevant functions because of the shortcomings in the internal audit 
department. 

3.8 Performance measurennent and reporting 

During the year under review the municipality measured its own performance against 
a performance measurement framework and performance indicators as required by 
section 41(1)(c) of the Municipal Systems Act, 2000. Performance reviews of certain 
service providers were also performed during the year under review. 

3.9 Revision of strategies and objectives 

The municipality, as part of its performance management system, established a 
cycle and processes of performance review and improvement, whereby the 
municipality’s strategies and objectives are revised in accordance with the review of 
the performance of the municipality. 


4. STATEMENT 

Because the above procedures constitute neither an audit nor a review made in 
accordance with International Standards on Auditing or International Standards on 
Review Engagements, I do not express any assurance on the performance 
measurements as at 30 June 2006. 

Had I performed additional procedures or an audit or review of the performance 
measurement in accordance with International Standards on Auditing or International 
Standards on Review Engagements, other matters might have come to my attention 
that would have been reported to you. 

This report relates only to the purpose set forth in the first paragraph of this report 

and does not extend to the financial statements of Overstrand Municioalitv. taken as 
a whole 
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The assistance rendered by the staff of Overstrand Municipality during 
assignment is sincerely appreciated. ^ 


the 



30 November 2006 



AUDITOK-GEtslEKAL 
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5.2 Comments of the Accounting Officer leqaidinq the AudHor-Generars 
Audit on Performance 


ITie Accounting Officer of the Municipality is as prescribed by law the 
Municipal Manager. 

Section 20(2) of the Public Audit Act (Act 25 of 2004), reads asfollows: 

"20(2) An audit report must reflect such opinions and statements as may be 
required by any legislation applicable to the auditee which is the 
subject of the audit, but must reflect at least an opinion orconclusion 
on- 

(c) the reported information relating to the performance of the 
auditee against predetermined objectives" 

(my underlining) 

Section 45 of the Systems Act, referred to in the second paragraph of the 
report of the Auditor-General reads asfollows: 

"45 The results of performance measurements in terms of Section 41(l)(c) 
must be audited - 

a) Aspartofthe Municipality's internal auditing process; and 

b) Annually by the Auditor-General" 

(my underlining) 

Section 41(1) of the Systems Act, referred to in Section 45 above, reads as 
follows: 

"41 (1) A municipality must in terms of the Performance Management 
System and in accordance of any regulations and guidelinesthat may be 
prescribed - 

(a) set appropriate key performance indicators as a yardstick for 
measuring performance, including outcomes and impact, with 
regard to the municipality's development priorities and 
objectives set out in its integrated development plan; 

(b) set measurable performance targets with regard to each of 
those development priorities and objectives; 

(c) with regard to each of those development priorities and 
objectives and against the key performance indicators and 
targets set in termsof paragraphs(a) and (b)— 

(i) monitor performance; and 

(ii) measure and review performance at least once per 
yea r," 
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In Notice 1512 of 2006 published on 27 October 2006 in terms of which our 
financial statements were audited, it is confirmed that such an audit will be 
undertaken although reference iswrongly made to section 46 instead of 45. 

The requirement set out in section 41 was met by the Administration in 
compiling a report on the Performance in terms of the approved Service 
Delivery and Budget Implementation Plan (SDBIP). 

This report will be submitted to the Audit Committee and that Committee's 
commentswill be submitted to Council forconsideration by Council together 
with all othercommentsatthe Council meeting in April 2007. 

In terms of the above quoted legislation it is clear that the results of the report 
in terms of section 41 (1) must be audited by the Auditor-General. I therefore 
differ, with respect, with the remark by the Auditor-General in the second 
paragraph under point 1 of the report where it is stated that his responsibility 
"is to provide an assessment of the controls implemented by the Accounting 
Officer to develop and manage the Municipality's Performance 
Management System, my role is not to assess or comment on the 
Municipality's actual performance". 

It is in fact the legal duty of the Auditor-General to audit the results and 
therefore the actual performance. The paragraph under point 1 is therefore 
misleading. The role was explained clearly in person by Ms L Klue-Knipe, the 
Audit Manager of the Auditor-General's audit team at the Overstrand, 
during the consideration of last year's audit report. She informed the 
meeting that the Auditor-General has decided not to audit the results at this 
stage of its audits of Local Authorities countrywide. This will follow in due 
course when municipalities have progressed with regard to performance 
management systems The Auditor-General's report must be read against 
this background as only the controls implemented by the Accounting Officer 
were assessed in the audit at this stage, as is the case with municipalities 
countrywide. 

The assessment of the controls was positive on all aspects except for 
paragraph 3.7, which refers to internal audit of the results being a 
requirement. This was not done due to the fact of shortcomings in the 
internal audit department, which is admitted, but due to the fact that the 
understanding of the Accounting Officer wasthat this will be done after the 
receipt of the Auditor-General's audit of the results, which did not happen 
due to the non-compliance by the Auditor-General of its statutory duty. This 
will now be done and be submitted to the Audit Committee whereafterthe 
Committee's comments will be submitted to Council for final consideration 
ofthe Annual Report. 
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In future the submission to the Audit Committee and internal audit of the 
results will be done before the audit report on performance is finalized by the 
Auditor-General. Finally, it must be stated that internal audit wasdone on the 
results, albeit not by an internal audit section but by the Strategic Services 
section in the Office of the Municipal Manager before submission of the 
regular reports to Council. 
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